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Too Much 
Or Too Little? 


When a new tenant moves into the White House after a 
close election in which the Presidency shifts from one politi- 
cal party to the other, certain issues on national policy and 
practice come to public attention with particular vigor. 





This is especially apt to be true if they represent basic 
differences in the thinking of the two major parties them- 
selves which have been argued about during the election 
campaign. 


Such an issue is that of “private versus public spending.” 


Some claim this issue is as old as the nation, being part 
of the classic argument that has gone on from the start con- 
cerning what and how much the government should do. 
Others say it belongs chiefly to modern times and conditions. 


Old or new, it is an issue which is taking on new form, 
new substance, and new importance, and the arguments pro 
and con seem liable increasingly to demand our attention and 
to call for careful thinking and decision. 


At heart, the question is whether too big or too small a 
share of the national product is being devoted to private con- 
sumption. Or, put the other way, it’s whether too much or too 
little goes for “public” purposes financed by government. 


The argument over this issue sounds economic, and in 
part it is. But bound up also in it are political and other 
social science, and even philosophical ideas of puritanism, 
austerity, and hedonism. 
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THE SPOKESMEN FOR EITHER SIDE 

Chief architect and salesman of the campaign for a bigger 
share for the public sector is Harvard economist and Kennedy 
campaign advisor John Kenneth Galbraith. In prose uncom- 
monly eloquent even for him, he states his case this way: 

“The family which takes its mauve and cerise, air-con- 
ditioned, power-steered, and power-braked automobile out 
for a tour passes through cities that are badly paved, made 
hideous by litter, blighted buildings, billboards, and posts for 
wires that should long since have been put underground. 
They pass on into a countryside that has been rendered 
largely invisible by commercial art. (The goods which the 
latter advertise have an absolute priority in our value system. 
Such aesthetic considerations as a view of the countryside 
accordingly come second. On such matters we are consistent. ) 
They picnic on exquisitely packaged food from a portable 
icebox by a polluted stream and go on to spend the night 
at a park which is a menace to public health and morals.” 
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Historian Arthur Schlesinger, Jr., also a Harvard professor 
and Kennedy counselor, beats the drums for a greater public 
spending share in these terms: 

“While consumer goods heap up in our attics and base- 
ments, while our advertising system knocks itself out trying 
to create new wants which will require more and more private 
goods and services, while more and more of our resources 
are absorbed in the ‘style racket’ and ‘designed obsolescence’ 
and the consumer-spending merry-go-round, the public frame- 
work of society, on which everything else rests, is over- 
strained by population growth and undercut by neglect. Our 
cities rot away, our suburbs grow more chaotic, our schools 
more overcrowded, our teachers more underpaid, our roads 
more dangerous, our national parks more unkept, our air and 
our streams more polluted, our law enforcement more harried 
and unsatisfactory, a sixth of the nation lingers in scandalous 
poverty, our weapons development and foreign aid grow more 
tragically inadequate.” 

In sum, the case for a bigger share for public spending is 
this: Eliminating the waste involved in private spending for 
lavishly advertised consumer goods can and should free up 
money to be allocated to truly essential national needs. 

The nature of these needs is generally agreed among the 
proponents of a greater public spending share. However, and 
not surprisingly, there is little agreement on the extent of the 
needs. Judgments on this will vary, of course, on one’s 
aspirations: Are all slums to be cleared, and by what date? 
Just how high should the average high school teacher's 
salary be? What's the optimum number of school children 
per classroom? Should all our rivers and streams be made 
potable once again, or how many and which ones? 

Naturally, opinion is divided on such specific points as 
these. Messrs. Galbraith and Schlesinger and their followers 
are unanimous, though, in insisting spending should be 
raised in these areas, and they're somewhat less concerned 
about achieving agreement on how much for what projects. 

In April, 1958, the Special Studies Project of the Rocke- 
feller Brothers Fund examined the nation’s economic and 
social needs in the years ahead and came up with impressive 
projections of essential future government spending. These 
are reproduced as a table on page 6, as an example of the 
kind and amount of future public spending needs that are 
being forecast. 

The counterattack against demands for a bigger public 
sector has no single leader. But this camp’s case was vigorously 


summed up by W. Allen Wallis, special assistant to President 
Eisenhower and executive vice chairman of the Cabinet 
Committee on Price Stability for Economic Growth. In an 
address in June, 1960, he declared: 

“One of the more pretentious versions of the (unmet 
social needs) argument is that we have shameful public 
squalor in the midst of vulgar private opulence. This argu- 
ment has a strong authoritarian smell, an odor of desire to 
enforce the advocates’ tastes on others through governmental 
machinery. It is reminiscent of groups abroad that used 
government power to burn other people's books, but our 
group wants to burn other people’s tail fins. The argument 
about ‘public squalor’ would be laughed out of court if con- 
fronted with the facts of the past decade on construction of 
schools, improvements in teachers’ salaries, super-highways 
built, increases in the support of research, expansion in aid 
to the needy, diseases conquered, urban redevelopment, hos- 
pitals built, or indeed almost anything else. Growth in public 
services has been enormous in the past decade. The unmet 
social needers resort to pointing out plaintively that we don’t 
yet have everything that they think we should want and to 
lamenting that private opulence dulls interest in social re- 
volution.” 

Mr. Wallis goes on to argue that “the public squalor argu- 
ment is, in fact, simply this decade’s battle cry of socialism, 
which—intellectually bankrupt after more than a century of 
seeing one after another of the arguments for socializing the 
means of production demolished—now seeks to socialize the 
results of production.” 

This may be overstating the case. Surely the post-sputnik 
hue and cry for better schools through more public spending 
did not all emanate from socialists discouraged with the 
inefficacy of their traditional tactics. On the other hand, it 
is generally true, as Mr. Wallis implies, that today’s ranks of 
“public spenders” are mostly made up of people who, long 
before they became aware of Galbraith’s thesis, were beating 
the drums for more pervasive central government. And vice 
versa. 
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In any event, debate over whether the private-vs-public 
spending rhubarb is new or a retread may be diverting, but 
it is probably not very rewarding. What's important is to 
understand the arguments and, to the extent they’re available, 
the facts which are involved. 


THE ARGUMENTS FOR MORE PUBLIC SPENDING 


Not surprisingly, the advocates of a greater public spend- 
ing as compared with private do not all use the same argu- 
ments or seek the same specific goals. But in general, the 
most frequent arguments from this camp, normally all framed 
in terms of the national interest, are these: 

@ The strictly military exigencies of insuring adequate pro- 
tection against Russia demand that more money be spent 
on defense. 

@ The tangled world situation calls for expansion of our 
foreign aid programs to prevent uncommitted nations from 
joining the Soviet bloc and to help them lift their national 
living standards. 

@ Both defense and continued national progress demand 
more and better schools, more teachers and higher teachers’ 
salaries, and thus more public money must be spent for 
these purposes. 

@ Conservation and national resources for healthy recrea- 
tion are being shortchanged. 


@ The proper, and in fact only, solution to polluted streams 
and rivers rests with greater governmental spending. 

@ Our highways are overcrowded. More roads must be 
built. 

@ Our cities are infected with slums, and housing for 
low-and-middle-income families is in desperately short supply 
in many Cities. 

@ Our old people particularly find it impossible to buy 
adequate medical care. Government programs must help 
them. 

These grave national needs exist not because the country is 
poor, the argument runs. This is a rich country. But be- 
cause so much of our national product is devoted to private 
spending for non-essentials, the more essential needs are 
getting short shrift. Here the argument takes on a moral 
tone, favoring a more spartan national life. 
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However, and perhaps because advocacy of an austere life 
may not attract a large following, the proponents of greater 
public spending don’t inevitably advocate less private spend- 
ing. Some, like former chairman Leon Keyserling of Presi- 
dent Truman's Council of Economic Advisors, argue that the 
nation can have its cake and eat it too if only it will do what's 
necessary to stimulate economic growth. Then, the gross 
national product will permit enough spending in both sectors. 

Thus, debate over national growth rates gets mixed up in 
the private-public shares issue. However, because the private- 
public controversy would exist independently of the growth 
issue, and because there is national unanimity that faster 
growth would be a good thing, the collateral debate over how 
to hasten growth will not be gone into here. (For an ex- 
ploration of it, see VITAL ISSUES, Volume IX, Number 9, 
“The American Economy: Is It Growing Fast Enough?” ) 


THE ARGUMENTS AGAINST MORE 
PUBLIC SPENDING 

For the most part, the camp that opposes greater public 
spending as a share of national output endorses all the 
various global, defense, and social goals as do their opponents. 
Like the “public spenders,” the “private spenders,” if they 
may be termed this, also don’t want the world to go Com- 
munist, or our national defenses weakened, or teachers under- 
paid and children ill-educated. Nor do they favor stream 
pollution. 

They rest their case on the conviction that greater public 
spending, as a share of the total, will inhibit growth, foment 
inflation, and in the long run slow progress toward the 
specific goals which, with the “public spenders,” they accept. 
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Moreover, they maintain, progress toward these goals has 
been a lot greater and faster than the “public spenders” will 
concede. For instance, Albert Wohlstetter, Associate Director 
of projects of the Rand Corporation, maintains: 

“Rather too much has been made of the frivolity and self- 
indulgence of the fat American public. An analysis of con- 
sumer expenditures hardly sustains the claim. Consumers 
have increased their spending for such sober purposes as 
medical care and education faster than the increase in spend- 


ing for recreation or for the iniquitous tail fins. None of 
this seems foolish.” 

And Henry C. Wallich, of Eisenhower's Council of Econo- 
mic Advisors, comments: 

“For a fair appraisal of the case against trivia, we would 
also want to know the approximate size of the bill that is 
being incurred for various frills and frivolities. Gadgets in 
cars and homes have drawn the special ire of the critics. It 
is interesting to note, therefore, that expenditures for all 
kinds of consumers’ durable goods, including automobiles, 
run about 14 percent of personal consumption. The greater 
part of this, presumably, goes for the essential parts of fairly 
essential equipment. What is left for ornaments does not 
loom impressively large.” 

Tail fins and other consumer frills are only symbols, of 
course, of what concerns the “public spenders.” To their 
more fundamental arguments that government welfare and 
public works programs are inadequately financed, Maurice 
H. Stans, Federal Budget Bureau Director during the Eisen- 
hower Administration, asserts: 

“We must not be charmed by the notion that the Govern- 
ment is a wiser manager of our economic fortunes than is 
private enterprise.” 

The First National City Bank of New York considers the 

uestions raised by the “public spenders” and concludes that 
i government weren't already taxing and spending so much, 
the social and economic problems at issue might not exist. 
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“The truth seems to be,” the Bank says, “that we are caught 
in a vicious circle in which people's abilities to take care of 
their own needs are hampered by the burden of taxes. Paying 
so much in taxes, the citizen is tempted to think it only right 
to get something back.Hence the ‘needs’ government seeks for 
more and bigger subsidy programs which in turn require to 
be financed by still higher taxes or inflation. And inflation, 
hitting the weak and helpless hardest, creates still more 
‘needs.’ 

“The preachers of the affluent society doctrine’—the Bank 
continues—"“are fond of using tail fins on automobiles as the 
ultimate symbol of unnecessary private extravagance. They are 
not so apt to mention the wheat bins holding surplus grain 
for which taxpayers have put up more than $3 billion and 
which, converted into bread, would provide 450 loaves for 
every man, woman, and child in this country. They say 
nothing about misconceived public works projects and the 
common abuses of social welfare programs.” 


WHAT DO FIGURES SHOW? 


Few great debates in the social and political science areas 
can be resolved finally and absolutely through statistics. 
Perhaps none can. 

Still, statistics are relevant to many of these debates, and 
particularly so to the private-vs-public spending issue. 

Central to the debate, of course, is the question of how 
much of the gross national product flows and should flow to 
the private and public sectors. Chart I on page 5 traces the 
growth of the gross national product since 1929 and shows 
how much of this has been taken up with federal, state, and 
local government spending in total (including transfer pay- 
ments) and for goods and services alone. 

When the economic growth issue is separated out from the 
private-public spending argument, what remains essentially 
is a quarrel over proportions—over which segment of the 
economy is being allotted too small a slice of pie. It’s an 
argument over shares or ratios. So Chart II converts the 





Chart I data into ratios, showing for the same period what 
percent of the gross national product has gone to the public 
sector. The rest, of course, has remained with the private (or 
reverted to the private sector through government transfer 
payments ). 

State and local government spending, it is interesting to 
note, has been rising as a percent of the total quite steadily 
for a decade, while the federal spending share dipped after 
the Korean armistice, climbed back up, and then dropped off 
again. Curiously, perhaps, the steady rise in state and local 
government spending seems to give little comfort to the 
advocates of greater public spending. Their concern appears 
to center on the federal share, and the rise for state and local 
does not mitigate their concern. 

The great bulk of federal spending for goods and services, 
though, goes for national security, and this doesn’t meet many 
of the social objectives of proponents of a larger public 
share. Chart III separates defense spending from civilian, 
and shows the trend in both federal and state and local spend- 
ing for civilian goods and services—in current dollars. 

This is the kind of chart, incidentally, which both the 
public and private spenders find useful to bolster their side 
of the argument. The public spenders point to the narrow 
band representing federal spending on civilian goods and 
services and insist this proves the need for more. The private 
spenders, meanwhile, point to the rapidly widening band of 
state and local spending and suggest this means the nation’s 
civilian needs are being better taken care of by government. 

Inevitably, and generally correctly, it is argued that the 
growth of the population requires a growth in public spend- 


ing at least proportionate. So a look at public spending on a 
per capita basis can be revealing. Chart IV charts both per 
Capita gross national product and per capita purchases of 
goods and services by government (federal, state, and local), 
so the two can be compared. The figures are in constant 
(1957) dollars to reflect more accurately the actual value of 
the product and purchases. 


MEANS, NOT ENDS, AT ISSUE 


No quantity of charts and figures can resolve the private- 
public spending debate, nor, if history is a guide, can even 
the ravages of time. In one form or another, the debate re- 
mains as old as our nation, which was launched and still 
carries on amid a battle over how much power the central 
government should have, how much the state and local gov- 
ernments, and how much the people. 


The current question is a facet of the larger and, seemingly, 
endless debate. To the Founding Fathers, the issue was not 
whether there should be a republic, but what kind. Today, 
the private-public spending issue is not whether to educate 
our children, maintain our defenses, or rebuild decaying 
cities. It is how to do it. 

The question of whether to use federal, state, or local 
funds, or public or private funds to achieve social objectives 
is not a new one either. What is new is that the debate is 
starting to focus on national needs and goals as a whole, and 
to consider whether government money is too much or too 
little involved for the swiftest progress toward goals that 
are generally shared. That is our problem to ponder. 
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Chart I NATIONAL OUTPUT AND GOVERNMENT SPENDING Chart I GOVERNMENT EXPENDITURES 
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Chart Ill. Bator: The Question of Government 
Spending, plus estimates. 


Chart IV. Bator. Ibid. 





PROJECTIONS OF FEDERAL, STATE, 
AND LOCAL GOVERNMENT EXPENDITURES 


In Billions of 1957 Dollars 


The Range of 
1957 Estimates for 1967 




















Actual Low High 
National Security ............ $ 460 $60.00 $ 70.0 
Defense Department ....... 39.0 49.8 55.9 
ea ee 2.3 3.0 4.5 
Economic Aid ne) 1.7 2.7 3.7 
Atomic Energy* . 2.1 3.0 3.9 
Sia Ae timelines ecleete 9 1.5 2.0 
Education (Including School 
Construction) 13.0 24.0 30.0 
Welfare ........ bpsetain Tae 20.0 38.5 45.0 
Social Insurance and Public 
Assistance oe 15.5 31.0 36.0 
Health (Including Hospital 
Construction) . 4.5 7.5 9.0 
Public Works (Except Schools 
and Hospitals) ...... 9.5 20.5 27.0 
el a Batata’. 4.8 10.5 12.0 
Water Supply and Disposal 1.3 2.7 3.5 
Urban Renewal Ne 0.7 4.0 7.0 
I Fi iita tate vinaicksatoicc.s. 2.7 3.3 4.5 
RR Tice Re ee oF 25.5 27.9 31.0 
Agriculture 0.0... 4.7 2.0 2.0 
Veterans . sda adek 49 49 49 
Administration and 
COOPENEOR  .........2000:..... 15.9 21.0 24.1 


Total Government Cash 
Expenditures .............. $114.0 $170.9 $203.0 


*Includes expenditures by the Atomic Energy Commission on 
civilian projects. 


**$10.5 billion estimate for 1967 is based on current legislation. 
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